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HUD’s FY 1983 Budget to Shift Direction in Providing Assistance 


HUD Secretary Samuel R. Pierce, Jr., has unveiled a budget for FY 1983 which he says ‘‘reflects a 
major reform in the way we will be providing assistance to needy families.”’ 


The proposed HUD budget for FY 1983 was part of the total package which President Ronald Reagan 
transmitted to the U.S. Congress on February 8, 1982. Secretary Pierce described the HUD budget as 
‘*a major departure from the past — a departure which is necessary if we are to continue providing any 
housing assistance to needy families.’’ He noted that at the end of FY 1981, the Department was 
committed to pay nearly one-quarter of a trillion dollars for subsidized housing programs — $122 billion 
for Section 8 housing alone since 1975. ‘‘Instead of the costly commitment which had to be made for up 
to a 30-year period for Section 8 and public housing new construction and substantial rehabilitation, we 
will be placing an emphasis on the preservation and protection of the existing housing stock, Secretary 
Pierce said. ‘“We cannot assist needy families for long,’’ he added, ‘‘if Federal expenditures continue 
out of control.”’ 


The proposed reform of HUD housing programs would build upon the current Section 8 existing rental 
housing assistance program. Using a modified Section 8 certificate or voucher, the new program is 
designed to increase the incentive for households to select housing units and to negotiate rents with 
landlords. HUD estimates that some 106,615 low-income families would receive the modified 
certificates during FY 1983. The estimated value of the certificates would be about $2,000 per year for 
each family. 


Section 8 has been the major program for providing federally subsidized housing since the Housing and 
Community Development Act of 1974 was enacted. Currently , the program provides a subsidy which 
covers the full costs of providing housing assistance, including debt service and operating costs 
attributable to the construction and/or operation of rental housing for lower-income families. Subsidy 
payments are equal to the difference between the contract rent (based on the fair market rent for new or 
existing units of comparable standards in the area) and the amount of rent paid by the eligible family. 


Under the proposed modified Section 8 certificate program, the subsidy will be based on the difference 
between an established rent payment standard for each market and a fixed percentage of family income. 
The payment standard will be set at a level equivalent to the 40th percentile of the distribution of rents 
for all rented units of standard quality, excluding new units. Tenant contributions will be set at 30 
percent of income for new tenants. Those currently receiving subsidies will have their contributions 
increased from 25 percent of income in 1981 to 30 percent over a five-year period to avoid hardship. 
Tenant eligibility will be based upon an income standard set at 5O percent of median income for a given 
area. Subsidy costs will be substantially lower under this method of housing assistance and will allow 
the tenant discretion in determining the level of income to be spent to obtain standard housing. 





The idea of a certificate/voucher program as a way of subsidizing housing costs was first officially 
offered by the President’s Commission on Housing. In its first interim report last October, the 
Commission recommended ‘‘that the primary Federal program for helping low-income families 
achieve decent housing be a consumer-oriented housing assistance grant.’’ The Commission said that 
the grant system should replace future commitments to build additional units under Section 8, Section 
202, and public housing. Calling the proposed grant system ‘‘a clear and viable alternative’’ to existing 
programs, the Commission recommended a system in which ‘‘the subsidy is not tied to a particular 
unit but 1s either paid directly to the program participant or to the landlord of a housing unit selected by a 


program participant.”’ 


Rental Rehabilitation Grants 


In conjunction with the modified Section 8 program, HUD has recommended a new rental rehabilitation 
grant program to upgrade housing units. Beginning in FY 1983, the budget projects an appropriation of 
$150 million to implement the rehab program. Under the program, assistance will be provided to local 
governments and States to support the rehabilitation of small rental properties. The need for the 
program is based on the lack of available standard existing housing in certain market areas. Funds will 
be available for the rehabilitation of both single-family and multifamily properties. Special allocations 
of Modified Section 8 Certificates will be made available in conjunction with HUD’s rehabilitation 
effort. Not more than 50 percent of the cost of individual rehabilitation projects could be financed with 
Rental Rehabilitation Grant funds. 


The grants would be used to subsidize the cost of rehabilitating rental properties at competitive market 
rates for the neighborhood within which they are located. Localities would be free to coordinate the 
rental rehabilitation grants with their Community Development Block Grant (CDBG) funds and would 
have wide discretion to determine the type and level of subsidy to be used. The proposed program would 
replace the Section 3 12 Rehabilitation Loan and Section 8 Moderate Rehabilitation programs. The $150 
million appropriation would bear the cost of an estimated 30,000 rehabilitated rental units in FY 1983 at 
an average grant of $5,000 per unit, for an estimated $300 million total rehabilitation effort. 


Augmenting the rental rehabilitation grant program, HUD proposes to spend $1.8 billion in its 
Comprehensive Improvement Assistance Program (CIAP) designed to upgrade and preserve existing 
public housing units, including the management and operation of such projects, in order to assure that 
they continue to be available to serve low-income families. The CIAP started in FY 1981, and requires 
that each public housing authority applying for modernization assistance prepare and submit a 
comprehensive assessment of the physical and management improvements required, identify normal 
replacement of equipment and structural elements, and submit a plan and schedule for making the 
improvements and replacements over a period not to exceed five years. The plan also includes estimates 
of the total cost, the costs of each annual increment, and the estimated available reources to accomplish 
the comprehensive objectives. 


The FY 1983 budget also calls for an appropriation of slightly more than $1 billion for public housing 
operating subsidies. ““While there will be those who say this is not enough, we believe,’’ said Secretary 
Pierce, ‘‘that through improved management by PHA’s and anticipated savings from ongoing efforts to 
improve energy efficiency of public housing projects, all legitimate needs of PHA’s will be met.”’ 
Secretary Pierce also said that beginning this year, HUD intends to offer local PHA’s the option of 
cancelling outstanding reservations for the construction of new public housing projects and using a 
portion of the balance for the modernization of existing projects. ‘“This will increase the PHA’s 
flexibility in dealing with local needs — offering them the opportunity to modernize and enhance the 
liveability of their existing inventory ,’’ he added. 





Secretary Pierce also announced another new effort to upgrade existing housing units during his budget 
briefing. He said the budget proposes an appropriation of $12 million in FY 1983 for the Urban 
Homesteading Program. Of that amount, $9 million will be used to support an estimated 818 
single-family properties to be transferred at an estimated average value of $11,000. HUD also plans to 
use about $3 million of the appropriation to support a proposed multifamily homestead demonstration. 
This will allow the transfer of a minimum of 15 buildings, averaging 30 units each, for a total of 
approximately 450 dwelling units to be homesteaded. Currently, 93 cities are participating in the 
program, with additional cities expected to participate within the next two years. 


The homesteading program has its basis in Section 810 of the Housing and Community Development 
Act of 1974 which authorizes the Secretary to transfer unoccupied one- to four-family HUD-owned 
properties, without payment, to units of general local government for use in an urban homesteading 
program. A total of $55 million has been appropriated through FY 1982 to reimburse the FHA 
Insurance Funds for properties transferred to local governments. The overall objective of the program is 
to utilize existing housing stock to provide homeownership, and to encourage public and private 
investment in selected neighborhoods through preservation and revitalization. 


New Direction Negates Long-Term Commitments 


Because of the emphasis on existing housing stock, Secretary Pierce said that huge budget authority 
amounts are no longer needed. As as result, recissions for Section 8 and public housing are being 
proposed in both the FY 1982 and FY 1983 budgets. In FY 1982, the Secretary explained, a total of 
some $27.6 billion would be available — $17.4 billion in new authority, $7.5 billion in anticipated 
recaptured funds, and $2.7 billion in carryover. The amount expected to be used, however, is only 
$18.2 billion, and the amount of the proposed recission is $9.4 billion. 


A further recission of $2.4 billion is being requested in the FY 1983 budget for the subsidized housing 
programs. Again, the recapture of almost $10 billion is anticipated, while the actual use is expected to 
total only slightly more than $7.5 billion. 


Despite these reductions, Secretary Pierce emphasized the administration’s commitment to house 
needy families. ‘‘As of the end of 1981, there were approximately 3.4 million units occupied and 
receiving funds under our various assistance programs. This is expected to grow to 3.8 million by the 
end of 1985, under our budget proposals.’’ He noted that needs for new construction are being provided 
for in this budget. ‘‘ Assistance for elderly and handicapped households under the Section 202 housing 
loan program, and single-family and multifamily housing supported by the Federal Housing 
Administration (FHA) will be made available,’’ he said. ‘‘In this connection,’’ he added, “FHA is 
alive and well with a number of new initiatives to ensure that first-time home buyers and inner-city 
residents who are not adequately served by the private market can benefit. A $35 billion insurance 
commitment level is requested in this budget which is more than adequate to handle foreseeable 
needs.”’ 


In the area of community development, Secretary Pierce said the budget level reflects the importance 
the administration places on economically and socially viable communities. ““The 1983 budget will 
continue the Community Development Block Grant (CDBG) program at a level of $4.456 billion — the 
same as in 1982. The budget also recognizes the need to increase private investment and jobs in 
distressed areas and in the Nation as a whole. For this purpose, the Department also is proposing $440 
million for the Urban Development Action Grant (UDAG) program, the same level as provided for in 
1982.”’ 


Basic research programs will be held to $20 million in 1983, the same as in 1982. The appropriation for 
the fair housing assistance program will be $5.7 million, an increase of 14 percent over the 1982 level of 
$5 million. This reflects the administration’s continued commitment to the achievement of the goal of 
equal access to housing for all Americans, Secretary Pierce said. 





Publications Available 


What About Fireplaces?. . . tells how to make a fireplace more efficient and helps you to determine 
whether it is worthwhile to use a fireplace as a heating aid. Available for $2.25 from the Consumer 
Information Center, Dept. 172K. Pueblo, Colo. , 81009. 


The 1982 Federal Funding Guide. . . a totally new edition with data on 115 key funded programs; 
contains new rules for block grants and details new program legislation and guidelines, plus the latest 
budget information and facts about the appropriations compromise reached in December 1981; explains 
application procedures for grants, and tells you if you are eligible. Available for $10.00 from 
Government Information Services, 1611 North Kent Street, Suite 508, Arlington, Va. , 22209. 


Special Report: The 1981 Tax Law. . . this special analysis of the 198 | tax law contains information on 
the law’s impact on real estate in general, and on preservation and rehabilitation in particular. The 
eight-page report covers such subjects as old buildings and the 1981 tax act, an accelerated cost 
recovery system, minimum tax on preference items, amortization of construction period interest and 
taxes, and special rules for substantial improvements. Available for $3.00 from Preservation Reports, 
Inc. 1016-16th Street, N.W., Suite 275, Washington, D.C. 20036. 


A National Agenda for the Eighties. . . this main report contains the views of 45 Americans drawn 
from diverse backgrounds outside of Government who attempted to ‘uncover the dynamics of 
American society and world affairs that we believe will determine events in the eighties.’’ Available for 
$14.95 ($5.95 paper) from Prentice Hall, Englewood Cliffs, New Jersey , 07632. 


NOTICE NOTICE NOTICE 


The HUD Newsletter will cease publication with Volume 13, Number 13, dated 
March 29, 1982. Questions related to Newsletter subscriptions should be 
directed to the Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 (202/275-5021). 
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